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where—
(i) UVBadj is the amount of the plan’s

adjusted unfunded vested benefits;
(ii) VBadj is the value of the adjusted

vested benefits calculated in accord-
ance with paragraphs (c)(1) and (c)(2) of
this section;

(iii) Aadj is the adjusted asset amount
calculated in accordance with para-
graph (c)(3) of this section;

(iv) RIR is the required interest rate
prescribed in paragraph (b)(1) of this
section; and

(v) Y is deemed to be equal to 1 (un-
less the plan year preceding the pre-
mium payment year is a short plan
year, in which case Y is the number of
years between the first day and the
last day of the short plan year, ex-
pressed as a decimal fraction of 1.0
with two digits to the right of the dec-
imal point).

(d) Restrictions on alternative calcula-
tion method for large plans. (1) The alter-
native calculation method described in
paragraph (c) of this section may be
used for a plan with 500 or more par-
ticipants as of the last day of the plan
year preceding the premium payment
year only if—

(i) No significant event, as described
in paragraph (d)(2) of this section, has
occurred between the first day and the
last day of the plan year preceding the
premium payment year, and an en-
rolled actuary so certifies in accord-
ance with the Premium Payment Pack-
age; or

(ii) An enrolled actuary makes an ap-
propriate adjustment to the value of
unfunded vested benefits to reflect the
occurrence of significant events that
have occurred between those dates and
certifies to that fact in accordance
with the Premium Payment Package.

(2) The significant events described
in this paragraph are—

(i) An increase in the plan’s actuarial
costs (consisting of the plan’s normal
cost under section 302(b)(2)(A) of
ERISA and section 412(b)(2)(A) of the
Code, amortization charges under sec-
tion 302(b)(2)(B) of ERISA and section
412(b)(2)(B) of the Code, and amortiza-
tion credits under section 302(b)(3)(B)
of ERISA and section 412(b)(3)(B) of the
Code) attributable to a plan amend-
ment, unless the cost increase attrib-
utable to the amendment is less than 5

percent of the actuarial costs deter-
mined without regard to the amend-
ment;

(ii) The extension of coverage under
the plan to a new group of employees
resulting in an increase of 5 percent or
more in the plan’s liability for accrued
benefits;

(iii) A plan merger, consolidation or
spinoff that is not de minimis pursuant
to the regulations under section 414(l)
of the Code;

(iv) The shutdown of any facility,
plant, store, etc., that creates imme-
diate eligibility for benefits that would
not otherwise be immediately payable
for participants separating from serv-
ice;

(v) The offer by the plan for a tem-
porary period to permit participants to
retire at benefit levels greater than
that to which they would otherwise be
entitled;

(vi) A cost-of-living increase for re-
tirees resulting in an increase of 5 per-
cent or more in the plan’s liability for
accrued benefits; and

(vii) Any other event or trend that
results in a material increase in the
value of unfunded vested benefits.

§ 4006.5 Exemptions and special rules.
(a) Variable-rate premium exemptions.

A plan described in any of paragraphs
(a)(1)–(a)(5) of this section is not re-
quired to determine its unfunded vest-
ed benefits under § 4006.4 and does not
owe a variable-rate premium under
§ 4006.3(b).

(1) Certain fully funded plans. A plan
is described in this paragraph if the
plan had fewer than 500 participants on
the last day of the plan year preceding
the premium payment year, and an en-
rolled actuary certifies in accordance
with the Premium Payment Package
that, as of that date, the plan had no
unfunded vested benefits (valued at the
interest rate prescribed in
§ 4006.4(b)(1)).

(2) Plans without vested benefit liabil-
ities. A plan is described in this para-
graph if it did not have any partici-
pants with vested benefits as of the
last day of the plan year preceding the
premium payment year, and the plan
administrator so certifies in accord-
ance with the Premium Payment Pack-
age.
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(3) Section 412(i) plans. A plan is de-
scribed in this paragraph if the plan
was a plan described in section 412(i) of
the Code and the regulations there-
under at all times during the plan year
preceding the premium payment year
and the plan administrator so certifies,
in accordance with the Premium Pay-
ment Package. If the plan is a new plan
or a newly-covered plan, the certifi-
cation under this paragraph shall be
made as of the due date for the pre-
mium under § 4007.11(c) and shall cer-
tify to the plan’s status at all times
during the premium payment year
through such due date.

(4) Plans terminating in standard termi-
nations. The exemption for a plan de-
scribed in this paragraph is conditioned
upon the plan’s making a final dis-
tribution of assets in a standard termi-
nation. If a plan is ultimately unable
to do so, the exemption is revoked and
all variable-rate amounts not paid pur-
suant to this exemption are due retro-
active to the applicable due date(s). A
plan is described in this paragraph if—

(i) The plan administrator has issued
notices of intent to terminate the plan
in a standard termination in accord-
ance with section 4041(a)(2) of ERISA;
and

(ii) The proposed termination date
set forth in the notice of intent to ter-
minate is on or before the last day of
the plan year preceding the premium
payment year.

(5) Plans at full funding limit. A plan is
described in this paragraph if, on or be-
fore the earlier of the due date for pay-
ment of the variable-rate portion of the
premium under § 4007.11 or the date
that portion is paid, the plan’s contrib-
uting sponsor or contributing sponsors
made contributions to the plan for the
plan year preceding the premium pay-
ment year in an amount not less than
the full funding limitation for such
preceding plan year under section
302(c)(7) of ERISA and section 412(c)(7)
of the Code (determined in accordance
with paragraphs (a)(5)(i) and (a)(5)(ii) of
this section). In order for a plan to
qualify for this exemption, an enrolled
actuary must certify that the plan has
met the requirements of this para-
graph.

(i) Determination of full funding limita-
tion. The determination of whether

contributions for the preceding plan
year were in an amount not less than
the full funding limitation under sec-
tion 302(c)(7) of ERISA and section
412(c)(7) of the Code for such preceding
plan year shall be based on the meth-
ods of computing the full funding limi-
tation, including actuarial assump-
tions and funding methods, used by the
plan (provided such assumptions and
methods met all requirements, includ-
ing the requirements for reasonable-
ness, under section 302 of ERISA and
section 412 of the Code) with respect to
such preceding plan year. Plan assets
shall not be reduced by the amount of
any credit balance in the plan’s fund-
ing standard account.

(ii) Rounding of de minimis amounts.
Any contribution that is rounded down
to no less than the next lower multiple
of one hundred dollars (in the case of
full funding limitations up to one hun-
dred thousand dollars) or to no less
than the next lower multiple of one
thousand dollars (in the case of full
funding limitations above one hundred
thousand dollars) shall be deemed for
purposes of this paragraph to be in an
amount equal to the full funding limi-
tation.

(b) Special rule for determining vested
benefits for certain large plans. With re-
spect to a plan that had 500 or more
participants on the last day of the plan
year preceding the premium payment
year, if an enrolled actuary determines
pursuant to § 4006.4(a) that the actu-
arial value of plan assets equals or ex-
ceeds the value of all benefits accrued
under the plan (valued at the interest
rate prescribed in § 4006.4(b)(1)), the en-
rolled actuary need not determine the
value of the plan’s vested benefits, and
may instead report in the Premium
Payment Package the value of the ac-
crued benefits.

(c) Special rule for determining un-
funded vested benefits for plans termi-
nating in distress or involuntary termi-
nations. A plan described in this para-
graph may determine its unfunded
vested benefits by using the special al-
ternative calculation method set forth
in this paragraph. A plan is described
in this paragraph if it has issued no-
tices of intent to terminate in a dis-
tress termination in accordance with
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section 4041(a)(2) of ERISA with a pro-
posed termination date on or before the
last day of the plan year preceding the
premium payment year, or if the PBGC
has instituted proceedings to termi-
nate the plan in accordance with sec-
tion 4042 of ERISA and has sought a
termination date on or before the last
day of the plan year preceding the pre-
mium payment year. Pursuant to this
paragraph, a plan shall determine its
unfunded vested benefits in accordance
with the alternative calculation meth-
od in § 4006.4(c), except that—

(1) The calculation shall be based on
the Form 5500, Schedule B, for the plan
year which includes (in the case of a
distress termination) the proposed ter-
mination date or (in the case of an in-
voluntary termination) the termi-
nation date sought by the PBGC, or, if
no Schedule B is filed for that plan
year, on the Schedule B for the imme-
diately preceding plan year;

(2) All references in § 4006.4(c) and
§ 4006.4(d) to the first day of the plan
year preceding the premium payment
year shall be deemed to refer to the
first day of the plan year for which the
Schedule B was filed;

(3) The value of the sum of the plan’s
current liability as of the first day of
the plan year preceding the premium
payment year for vested benefits of ac-
tive and terminated vested partici-
pants not in pay status, computed in
accordance with section 302(d)(7) of
ERISA and section 412(l)(7) of the Code,
shall be adjusted (in lieu of the adjust-
ment required by § 4006.4(c)(1)) by mul-
tiplying that value by the sum of 1 plus
the product of .07 and the number of
years (rounded to the nearest hun-
dredth of a year) between the date of
the Schedule B data and (in the case of
a distress termination) the proposed
termination date or (in the case of an
involuntary termination) the termi-
nation date sought by the PBGC; and

(4) The exponent, ‘‘Y,’’ in the time
adjustment formula of § 4006.4(c)(5)
shall be deemed to equal the number of
years (rounded to the nearest hun-
dredth of a year) between the date of
the Schedule B data and the last day of
the plan year preceding the premium
payment year.

(d) Special determination date rule for
new and newly-covered plans. In the case

of a new plan or a newly-covered plan,
all references in §§ 4006.3, 4006.4, and
paragraphs (a) and (b) of this section to
the last day of the plan year preceding
the premium payment year shall be
deemed to refer to the first day of the
premium payment year or, if later, the
date on which the plan became effec-
tive for benefit accruals for future
service, and for purposes of deter-
mining the plan’s premium, the num-
ber of plan participants, and (for a sin-
gle-employer plan) the amount of the
plan’s unfunded vested benefits and the
applicability of any exemption or spe-
cial rule under paragraph (a) or (b) of
this section, shall be determined as of
such first day or later date.

(e) Special determination date rule for
certain mergers and spinoffs. (1) With re-
spect to a plan described in paragraph
(e)(2) of this section, all references in
§§ 4006.3, 4006.4, and this section, as ap-
plicable, to the last day of the plan
year preceding the premium payment
year shall be deemed to refer to the
first day of the premium payment year.

(2) A plan is described in this para-
graph (e)(2) if—

(i) The plan engages in a merger or
spinoff that is not de minimis pursuant
to the regulations under section 414(l)
of the Code (in the case of single-em-
ployer plans) or pursuant to part 4231
of this chapter (in the case of multiem-
ployer plans), as applicable;

(ii) The merger or spinoff is effective
on the first day of the plan’s premium
payment year; and

(iii) The plan is the transferee plan in
the case of a merger or the transferor
plan in the case of a spinoff.

(f) Special refund rule for certain short
plan years. A plan described in this
paragraph (f) is entitled to a refund for
a short plan year. The amount of the
refund will be determined by prorating
the premium for the short plan year by
the number of months (treating a part
of a month as a month) in the short
plan year. A plan is described in this
paragraph if—

(1) The plan is a new or newly-cov-
ered plan that becomes effective for
premium purposes on a date other than
the first day of its first plan year;

(2) The plan adopts an amendment
changing its plan year, resulting in a
short plan year;
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(3) The plan’s assets are distributed
pursuant to the plan’s termination, in
which case the short plan year for pur-
poses of computing the amount of the
refund under this paragraph shall be
deemed to end on the asset distribution
date; or

(4) The plan is a single-employer plan
and a trustee of the plan is appointed
pursuant to section 4042 of ERISA, in
which case the short plan year for pur-
poses of computing the amount of the
refund under this paragraph shall be
deemed to end on the date of appoint-
ment.

(g) Special rules for plans of regulated
public utilities. (1) This paragraph (g)
applies to a premium payment year be-
ginning before 1998 of a plan main-
tained by one or more contributing
sponsors at least one of which is a reg-
ulated public utility. For this purpose,
a regulated public utility is one that,
as of the beginning of the premium
payment year, is described in section
7701(a)(33)(A)(i) of the Code and has not
begun to collect from utility customers
rates that reflect the costs incurred or
projected to be incurred for additional
premiums under section 4006(a)(3)(E) of
ERISA pursuant to final and non-
appealable determinations by all public
utility commissions (or other authori-
ties having jurisdiction over the rates
and terms of service by the regulated
public utility) that the costs are just
and reasonable and recoverable from
customers of the regulated public util-
ity.

(2) Limitation on variable-rate premium
and required interest rate. If every con-
tributing sponsor of a plan described in
paragraph (a) of this section is a regu-
lated public utility, then, notwith-
standing the provisions of §§ 4006.3(b)
and 4006.4(b)(1),—

(i) The variable-rate premium shall
not be greater than $53 multiplied by
the number of participants in the plan
on the last day of the plan year pre-
ceding the premium payment year; and

(ii) If the premium payment year be-
gins after June 1997, § 4006.4(b)(1) shall
be applied as if the applicable percent-
age referred to therein were 80 percent.

(3) Proportional application of limita-
tion rules. If a plan is described in para-
graph (g)(1) of this section but also has
a contributing sponsor that is not a

regulated public utility and partici-
pants who are not regulated public
utility participants (determined under
any reasonable method consistently
applied among participants and from
year to year), the limitations in para-
graph (g)(2) of this section shall be ap-
plied in proportion to the number of
regulated public utility participants in
accordance with the Premium Pay-
ment Package.

(4) Special variable-rate premium rule
for certain small regulated public utility
plans paying maximum variable-rate pre-
mium. A plan whose variable-rate pre-
mium is subject to the limitation de-
scribed in paragraph (g)(2)(i) of this
section is not required to determine its
unfunded vested benefits under § 4006.4
if—

(i) The number of participants re-
quired to be taken into account in
computing the plan’s premium for the
premium payment year is fewer than
500; and

(ii) The plan pays a variable-rate pre-
mium equal to $53 multiplied by the
number of participants in the plan on
the last day of the plan year preceding
the premium payment year.

(5) Effect of omitted or inadequate in-
formation. The variable-rate premium
of a plan described in paragraph (g)(2)
of this section may be deemed to be $53
multiplied by the number of partici-
pants in the plan on the last day of the
plan year preceding the premium pay-
ment year if—

(i) Any item or items necessary to es-
tablish the correct variable-rate pre-
mium for the plan are omitted from
the plan’s premium filing; or

(ii) In connection with an audit, the
plan’s records fail, in the PBGC’s judg-
ment, to establish that the plan’s un-
funded vested benefits were of the
amount reported by the plan for the
premium payment year.

[61 FR 34016, July 1, 1996, as amended at 62
FR 60428, Nov. 7, 1997]
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